: | o _2/25
— UNITED STATES OMB APPROVAL
EXCHANGE COMMISSION OMB Number: 3235-0123
Expires: October 31, 2004
INUAL AUDITED REPORT hours per response....... 12.00
06003286 FOF;“A I;(T1I;A-5 SEC FILE NUMBER

FACING PAGE <g" 5 ) ‘9\ 72

Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/05 | AND ENDING 12/31/05

MM/DD/YY ; MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER DEALER: g |
'l > 2, Y
HCFP Brenner Securities, LLC | T’Zj ’Sbé‘/,/g '73\\ OFFICIAL USE ONLY
| g ke o
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) @\ 4{‘5 e
‘ \;\O\‘ “ \\o ., ___FIRM ID. NO.
A - é‘ \‘ \y‘
888 Seventh Avenue, 17" Floor ‘ \9\‘:‘75 |
(No. and Street) ; \ \XV/SEGT O
New York NY e 10106
(City) (State) o - : S (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
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OATH OR AFFIRMATION

I Steven D. Shaffer , swear (or affirm) that, to the best of my knowledge and belief the accompanying
financial statement and supporting schedules pertaining to the firm of HCFP Brenner Securities, LLC .
asof __December 31 , 2005, are true and correct. I further swear (or affirm) that neither the company nor any
partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that
of a customer, except as follows:

s T

Signature

DIGNA D. AUL .
Notary Public, State of New Yark /}'] Nafiag D,ru bo .
No. 01AUB122255 | / Title

Qualified in Westchaster County
e Notary Public

This report** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital. :

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Fmanmal Condition with respect to methods of
consolidation. i

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

ROK 0O OOOROKRKNKK

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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I Eisner LLP
Elsner }‘ Accountants and Advisors

750 Third Avenue

New York, NY 10017-2703

: Tel 212.943.8700 Fax 212.891.4100
INDEPENDENT AUDITORS' REPORT | www.eisnerllp.com

Board of Directors
HCFP Brenner Securities, LLC 1
New York, New York ‘

We have audited the accompanying statement of financial condition of HCFP Brenner Securities, LLC
(the "Company" and a wholly owned subsidiary of HCFP Brenner Holdings, LLC) as of December 31,
2005, and the related statements of operations, changes in member's capital, changes in
subordinated liabilities and cash flows for the year then ended that you are filing pursuant to rule
17a-5 under the Securities Exchange Act of 1934. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial -
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our ppinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of HCFP Brenner Securities, LLC at December 31, 2005, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America. |

Our audit was conducted for the purpose of forming an opllnion on the basic financial statements
taken as a whole. The information contained in the supplemental schedule is presented for purposes
of additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken
as a whole.

Comer L P '\

New York, New York
January 20, 2006

i Independent Member of Baker Tilly International



HCFP BRENNER SECURITIES, LLC
(a wholly owned subsidiary of HCFP Brenner Holdings, LLC)

|
1
Statement of Financial Condition }
December 31, 2005 !
|
|

ASSETS
Cash and cash equivalents i $ 505,485
Receivables from brokers and dealers | 369,901
Investment banking and other fees receivable ‘ 95,968
Securities owned, at estimated fair value | 191,619
Property, plant and equipment (net of accumulated depreciation of $85,042) 12,245
Other assets i 35275

|
| $1.210.493

LIABILITIES }
Accounts payable, accrued expenses and other liabilities $ 324,601
Accrued compensation [ 200,000

|
524,601

Commitments |
MEMBER'S CAPITAL | 685,892
‘ $ 1,210,493

See notes to financial statements | 2



HCFP BRENNER SECURITIES, LLC
(a wholly owned subsidiary of HCFP Brenner Holdings, LLC)

Statement of Operations
Year Ended December 31, 2005

Revenues: i
Commission income i $ 571,008
Investment banking fees | 6,878,803
Investment advisory fees 146,944
Realized and unrealized losses on securities owned ‘ (26,005)
Interest } 79,253
Other | 33,372
7,683,375
Expenses:
Commissions, clearance, floor brokerage and execution | 3,774,860
Employee compensation and benefits 1,500,277
Occupancy | 383,526
Communications 1 151,756
Advisory fees to Holdings ! 300,000
Professional, regulatory and consulting fees ‘ 743,404
Interest 1‘ 137,609
Other 443,950
: 7,435,382
Net income $ 247,993

See notes to financial statements J 3



HCFP BRENNER SECURITIES, LLC |
{a wholly owned subsidiary of HCFP Brenner Holdings, LLC)

Statement of Changes in Member's Capital

Balance - January 1, 2005 $ 437,899
Net income 247993
Balance - December 31, 2005 $ 685,892

See notes to financial statements | 4



|

HCFP BRENNER SECURITIES, LLC ‘
(a wholly owned subsidiary of HCFP Brenner Holdings, LLC) 1
|

|

Statement of Changes in Subordinated Liabilities

Balance - January 1, 2005 $ 0

Proceeds from temporary subordination agreements ; 5,000,000

Repayments of temporary subordination agreements ! {(5.000,000)
|

Balance - December 31, 2005 } $ 0

See notes to financial statements ! 5



HCFP BRENNER SECURITIES, LLC
(a wholly owned subsidiary of HCFP Brenner Holdings, LLC)

Statement of Cash Flows
Year Ended December 31, 2005

Cash flows from operating and investing activities:
Netincome

Adjustments to reconcile net income to net cash provided by operatmg and investing activities:

Depreciation expense
Purchases of property, plant and equipment
Changes in:
Receivables from brokers and dealers
Investment banking and other fees receivable
Securities owned
Other assets
Accounts payable, accrued expenses and other liabilities
Accrued compensation

Net cash provided by operating and investing activities
Cash flows from financing activities:
Proceeds from tempaorary subordination agreements
Repayments of temporary subordination agreements

Net cash flows from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents - January 1, 2005

Cash and cash equivalents - December 31, 2005

Supplemental disclosure of cash flow information:

i
|

Cash paid during the year for interest on subordination agreementé
|

See notes to financial statements

$ 247,993

3,213
(15,458)

(53,074)

5,000,000
(5.000.000)

0

401,659
103,826

$ 505,485

$ 125,000



HCFP BRENNER SECURITIES, LLC
(a wholly owned subsidiary of HCFP Brenner Holdings, LLC)

Notes to Financial Statements
December 31, 2005

NOTE A - ORGANIZATION

HCFP Brenner Securities, LLC (the "Company"), a Delaware limited lability company and a wholly owned
subsidiary of HCFP Brenner Holdings, LLC ("Holdings"), is a registered broker-dealer under the Securities
Exchange Act of 1934. The Company's focus is on investment bankmg transactions and investment advisory
services. The Company's operations are principally conducted in New York.

!

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES |

)

[2]

[3]

Cash and cash equivalents:
|
For purposes of the statement of cash flows, cash and cash equivalents include money market accounts.

Securities transactions: ;
1

Commission income and related expenses, and purchases and sales of securities and the related revenues
and expenses, are recorded in the financial statements on a trade-date basis. investment banking revenue
is recorded as income when earned and related expenses are accrued concurrently,

1

Securities owned are valued at market based upon the closing prices.

Nonmarketable securities are carried at estimated fair value as determined by management. Factors
considered in valuing individual securities include the purchase cost, prices of recent significant private
placements of securities of the same issuer, changes in the financial condition and prospects of the issuer,
and estimates of liquidation value. For listed securities that are restricted for sale, a discount has been
taken in accordance with the pricing policies determined by management. Because of the inherent
uncertainty of valuation, the estimated fair values may differ from the values that would have been used had
a ready market existed and the differences could be material. ‘

Estimates:
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent aésets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

NOTE C - RELATED PARTY TRANSACTIONS

Holdings has entered into a lease agreement for space occupved by Holdings and by the Company which
commenced February 1, 2000 and was amended on March 1, 2002 expmng in February 2007. Minimum rentals
approximate $330,000 annually through 2006 and $55,000 in 2007. The Company's share of rent expense,
including escalations and surcharges, was approximately $384,000 for the year ended December 31, 2005.

Holdings charges the Company an advisory fee of $25,000 per month During the year ended December 31,
2005, the Company expensed $300,000 for such amounts.

i
|
1
i
i
1

]
|
i
|



HCFP BRENNER SECURITIES, LLC
{a wholly owned subsidiary of HCFP Brenner Holdings, LLC)

Notes to Financial Statements
December 31, 2005

NoTE D - INCOME TAXES ‘}
The Company is a wholly owned limited liability company which is a bass—through entity for income tax purposes.
The Company's income or loss, combined with the income or loss of Holdings, is required to be reported by

Holdings' members. i

NoOTE E - NET CAPITAL REQUIREMENTS i

The Company is subject to the Securities and Exchange Commiséion Uniform Net Capital Rule 15¢3-1 which
requires the Company to maintain net capital equal to 6 2/3% of aggregate indebtedness, as defined, or
$100,000, whichever is greater. At December 31, 2005, the Company had net capital of approximately $362,500,
which was in excess of requirements by approximately $262,500. The Company's net capital ratio was 1.45to 1.

The Company claims an exemption from the Securities and Exchange Commission Customer Protection Rule
15¢3-3 Pursuant to Section (k)(2)(ii} as all customer transactions are cleared through another broker on a fully
disclosed basis. "

NOTE F - OFF-BALANCE SHEET RISK

As a nonclearing broker, the Company has its securities and customers’ transactions cleared through other
broker-dealers pursuant to clearance agreements. Nonperformance!by its customers in fulfilling their contractual
obligations pursuant to securities transactions with the clearing brokers may expose the Company to risk and
potential loss. Substantially all of the Company's cash and securities positions are held at the clearing broker.
Recognizing the concentration of credit risk that this implies, the Company utilizes a clearing broker that is highly
capitalized and is a member of major securities exchanges.




HCFP BRENNER SECURITIES, LLC
(a wholly owned subsidiary of HCFP Brenner Holdings, LLC)

Computation of Net Capital Pursuant to SEC Rule 15¢3-1
December 31, 2005

Computation of net capital:
Total member's capital

Deductions - nonallowable assets:
Receivables from brokers and dealers
Investment banking and other fees receivable
Securities owned
Property, plant and equipment
Other assets

Net capital before haircuts on securities owned
Haircuts on securities owned

Net capital

Aggregate indebtedness:
Accounts payable, accrued expenses and other liabilities

Percentage of aggregate indebtedness to net capital

Computation of basic net capital requirements:

Minimum capital required (the greater of 6 2/3% of aggregate indebjtedness or $100,000)

Excess of net capital over minimum requirement

Note:

There is no material difference between the computation for deternﬂination of net capital, as
required under rule 15¢3-1, included in this report, and the computation included with
the Company's unaudited FOCUS report as of December 31, 2005.

See notes to financial statements

i

|
|

$ 685,892

(3,436)
(95,968)
(173,715)
(12,245)
(35,275)

365,253
(2.686)

$ 362,567

$ 524601
144.69%

$ 100,000
$ 262,567




Eisner

INDEPENDENT AUDITORS' REPORT ON INTERNAL
CONTROL STRUCTURE REQUIRED BY SEC RULE 17a-5

Board of Directors
HCFP Brenner Securities, LLC
New York, New York

In planning and performing our audit of the financial statements and supplemental schedule of HCFP
Brenner Securities, LLC (the "Company”) for the year ended December 31, 2005, we considered its
internal control, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on internal control. |

1
Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company
does not carry securities accounts for customers or perform! custodial functions relating to customer
securities, we did not review the practices and procedures | followed by the Company in any of the
following:

|
[1] Making quarterly securities examinations, counts, verifications and comparisons.
[2] Recordation of differences required by rule 172-13. !
|
[3] Complying with the requirements for prompt payment fer securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.
|
The management of the Company is responsible for establisrjming and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related
costs of controls and of the practices and procedures referred to in the preceding paragraph and to
assess whether those practices and procedures can be expected to achieve the SEC's above-
mentioned objectives. Two of the objectives of internal control and the practices and procedures are
to provide management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or disposition and
that transactions are executed in accordance with management's authorization and recorded properly
to permit the preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph. i

Because of inherent limitations in internal control or the praetices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future

periods is subject to the risk that they may become madequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

10




Eisner |

Our consideration of the internal control would not necessarily disclose all matters in the internal
controls that might be material weaknesses under standards|established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation of
the specific internal control component does not reduce to a relatively low level the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters mvolvmg the internal control, including
control activities for safeguarding securities, that we consnder to be material weaknesses as defined
above. |

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures
that do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices
and procedures were adequate at December 31, 2005, to meet the SEC's objectives.

Our opinion recognizes that it is not practicable in a company the size of the Company to achieve all
the divisions of duties and cross-checks generally included in a system of internal accounting control,
and alternatively, greater reliance must be placed on surveillance by management.

This report is intended solely for the use of the Board ofi Directors, management, the SEC, the
National Association of Securities Dealers, and other regulatory agencies which rely on rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
is not intended to be and should not be used by anyone other, than these specified parties.

Ctrar LLP
New York, New York
January 20, 2006
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